PROPOSED REGULATION OF THE
COMMISSIONER OF INSURANCE

L CB File No. R034-12

EXPLANATION — Matter initalicsis new; matter in brackets fomitted-material} is material to be omitted.
AUTHORITY: NRS 685A and Senate Bill 289 (2011).

A REGULATION relating to insurance; revising provisions relating to nonadmitted insurance;
and providing other matters properly relating thereto.

Section 1. Chapter 685A of NAC is hereby amended by adding thereto a new section to read as
follows:

“Home state” has the same meaning as defined in NRS 685A.034.

Sec. 2. NAC 685A.125 is hereby amended to read as follows:
“Broker” means a surplus lines broker, with respect to subjects of insurance for which Nevada
isthe home state of the insured, who islicensed in accordance with chapter 685A of NRS.

Sec. 3. NAC 685A.140is hereby amended to read as follows:

“Eligible insurer” means an insurer which does not hold a certificate of authority to transact the
business of insurance in this State but has qualified to write fsurplus—tnest nonadmitted
insurance in this State pursuant to chapter 685A of NRS.

Sec. 4. NAC 685A.145 is hereby amended to read asfollows:

“Ineligible insurer” means an insurer which does not hold a certificate of authority to transact the
business of insurance in this State and has not qualified pursuant to chapter 685A of NRS to
write fsurplusHnest nonadmitted insurance in this State.

Sec. 5. NAC 685A.150 is hereby amended to read asfollows:
“Producing agent or broker” means any agent or broker, with respect to subjects of insurance
for which Nevada is the home state of the insured, who is licensed by the Commissioner and
acts on behalf of the insured in the placement of risks through a broker.
Sec. 6. NAC 685A.190 is hereby repealed.
Sec. 7. NAC 685A.195 is hereby repealed.
Sec. 8. NAC 685A.200 is hereby repealed.
Sec. 9. NAC 685A.205 is hereby amended to read asfollows:
1. A brokerf:
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—fa)-ShatH shall make areasonable effort to determine the financial solvency of any foreign or
alien insurer, which is not an admitted insurer and is not listed on the Quarterly Listing of Alien
Insurers, maintained by the I nternational Insurers

Department of the National Association of I nsurance Commissioners, before placing any
surplus lines insurance, for which Nevada |sthe home state of the msured with that insurer.

2. Upon the Commissioner’s request, whether made before or after the placement of any
surplus lines insurance with aforeign or alien insurer which is not an admitted insurer, the broker
shall submit to the Commissioner the latest financial statement or any supplemental information
concerning the insurer, if the broker has placed or intends to place with the insurer an
insurance policy for which Nevada isthe “home state” of the insured.

3. For eligible insurers whose state of domicile is Nevada, the [Fhe} Commissioner will
determine if an eligible insurer has the surplus required by subsection 2 of NRS 685A.070 by
reviewing the financial statement of the insurer in accordance with the provisions of NAC
679B.033.

Sec. 10. NAC 685A.215 is hereby amended to read asfollows:

1. For insureds whose home state is Nevada, insurance, Hasaraneel which is not readily
obtainable from admitted insurers after a diligent effort has been made to obtain the insurance,
may be obtained from eligible brokers or procured independently by the insured. For surplus
lines insurance, upon fYpent filing the faffidavit} report required by NRS 685A.050 fand-the
report—of—coveragel, the broker shall affirm that the coverage is unavailable from admitted
insurers and provide evidence that at least three insurers which are marketing that line or class of
insurance in this State have declined to provide that coverage.

2. Therefusal of admitted insurers to write a form of contract is not a basis for a contention
that the insurance is not procurable from admitted insurers if the form of contract involves a
combination of classes of insurance which cannot lawfully be combined in a single certificate of
authority to one insurer. Separate forms of contracts, each incorporating a class or a lawful
combination of classes, must be offered to and refused by admitted insurers in the manner set
forthin subsectlon 1 of this section before thei nsurance may be pI aced with eligible insurers.

3. The requirement of a diligent effort described in this section is not applicable with
respect to insureds who satisfy the criteria for an “exempt commercial purchaser”, as that
term isdefined in NRS 685A.032, or whose home state is not Nevada.
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Sec. 11. NAC 685A.230is hereby amended to read asfollows:

1. For an insured whose home state is Nevada, the [Fhe} broker may pass on an inspection
fee to the insured and may collect the fee from him as a part of the premium if the fee is directly
related to an independent inspection required by insurers for insurance. The broker shall maintain
acopy of each inspection report and each invoice or statement related to the report in hisfiles.

2. An inspection fee that is charged to the insured must be shown as a separate item on the
broker’s certificate, the cover note, or both.

Sec. 12. NAC 685A.235 is hereby repealed.

Sec. 13. NAC 685A.240is hereby amended to read asfollows:
1. The following provisions apply to the broker’s faffidavitand} report required by NRS
685A.050 fef-coverage}:

(@) b} The fatfidavit-and} report required by NRS 685A.050 constitutes the broker’'s
statement of compliance with NRS 685A.040, 685A.070, 685A.080 and 685A.090.

(b) He)}} A separate faffidavit-and} report required by NRS 685A.050 fef-ceveragel must be
filed with the broker’s organization upon any renewal or extension of coverage of a contract of
insurance, for which Nevada is the home state of the insured.

(c)Heh} With respect to policies for which Nevada is the home state of the insured, an fAr}
amended [affidavit-and} report required by NRS 685A.050 fef-coveragel must be filed with the
broker’s organization for each cancellation and each endorsement which changes the named
insured, the description or location of the subject of insurance, or the coverage, conditions,
terms, premium or participating insurers.

(d)e)} The broker shall exercise due care in accounting for the premium, including any
inspection fee charged as part of the premium, and for the premium tax on each [affidavit-and}
report required by NRS 685A.050 fef-ecoveragel. The premium tax must be computed upon the
total premium or deposit premium, plus the fee allowed by NRS 685A.155, minus any return
premium. The premium must include policy, membership, and other fees and assessments
charged by the insurer as considerations for the insurance.

(e)H} If atype of coverage is on the list of open lines eligible for export which is approved
by the Commissioner, statements of declinations from admitted insurers pursuant to subsection 1
of NAC 685A.215 are not required on the faffidavit-and} report required by NRS 685A.050 fof
fovcpacal,

(et The Commissioner may require a broker to file with the broker's organization a
complete copy of the policy, certificate or cover note to substantiate information which he has

provided in an faffidavit-er] report required by NRS 685A.050 fef-coverage}.

Agency Draft of Proposed Regulation R034-12



2. {3 If abroker’s faffidavit-and] report required by NRS 685A.050 fof-coverage-oran-annual

statement} is filed electronically, the broker’s [affidavit-and} report fof-coverage-or-the-annual
staterment]} must be signed with an electronic signature of the broker pursuant to the provisions of

chapter 719 of NRS.

Sec. 14. NAC 685A.250is hereby amended to read asfollows:

1. In addition to the records required by NRS 685A.160, the broker shall maintain complete
copies of [affidavits—and]} reports required by NRS 685A.050 fef—ceveragel, including any
amendment to a report, which have been filed with the Commissioner or the broker’s
organlzanon

2. |3} The broker’s files, accounts, Hegst and other records of surplus lines transactions for
which Nevada is the home state of the insured:

(@) Must be maintained in the office of the broker; and

(b) Must be open to examination by the Commissioner at any reasonable time.

3. {44 The broker shall maintain the files, accounts, Hegs} and other records of surplus lines
transactions for which Nevada is the home state of the insured fseparately—from—any—other

4. 5} Premium taxes collected by the broker, pertaining to policies for which Nevada is the
home state of the insured, must be deposited in a fiduciary account. The broker shall establish a
fiduciary account for the conduct of his business of insurance and maintain the account in a
commercia bank or other financial institution depository which is insured by an agency of the
Federal Government.

Sec. 15. NAC 685A.350is hereby amended to read as follows:

An organization shall:

1. Establish and maintain an office in this State to carry out the applicable provisions of this
chapter and chapter 685A of NRS.

2. Maintain a plan of operation which ensures that the members of the organization and all
associated fsurplustnest nonadmitted insurance transactions comply with the provisions of title
57 of NRS and all other applicable rules and regul ations adopted by the Commissioner.

3. Require each broker who is a member of the organization to file with the organization:

(a) The broker’'s faffidavit-and} report fof-coveragel required by NRS 685A.050 and NAC
685A.240;

(b) A copy of the broker’s cover note decl aratlons page or certlflcate

(© [-(el)} A copy of the quarterly tax report requwed by NRS 685A 175

4. Maintain each document filed with the organization pursuant to subsection 3.

5. Distribute to the members of the organization the current list of feligible-surplustnes
Hsdrers-and} open lines eligible for export.

6. Prepare and submit to the Commissioner on or before May 1 of each year a report
summarizing the premiums written in this State as of December 31 of the previous year through
eligible surplus lines insurers. The report must identify for each premium written:
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(@) The name of the insurer, including the identification number issued to the insurer by the
National Association of Insurance Commissioners,

(b) The broker; and

(c) Theline of coverage provided.

7. Cooperate with the Commissioner to resolve inquiries concerning the availability of
coverage with admitted insurers and provide assistance in the placement of coverage with an
eligible surpluslinesinsurer.

8. If requested by the Commissioner, perform a survey of insurance transacted in this State
that reflects coverage placed in this State which involves major risks. The organization shall
submit the results of the survey to the Commissioner with the report required by subsection 6.

9. Hold ameeting of the board of directorsat least annually.

Sec. 16. NAC 685A.380is hereby amended to read asfollows:

1. The board of directors shall:

(@) Promptly report aleged violations of this chapter and chapters 685A and 685B of NRS to
the Commissioner;

(b) Report to the Commissioner:

(1) Delinquent, inaccurate, incomplete or improper faffidavits;} reports required by NRS
685A.050 or tax reports, fannual—statements—or—dechinationst filed by brokers with the
organization pursuant to NAC 685A.350; and

(2) Insurance fraud or illegal insurance activity;

(c) Recommend to the Commissioner the class or classes of insurance to be included within
the open lines eligible for export; and

(d) Maintain a current list of open lines eligible for export.

2. The board of directors may contract with accountants, experts, investigators and attorneys
to assist, in cooperation with the Commissioner, with investigations of alleged violations of this
chapter and chapters 685A and 685B of NRS.

Sec. 17. NAC 685A.420is hereby amended to read asfollows:

For the purpose of determining the tax payable to the Commissioner pursuant to NRS 685A.180,
a broker shall utilize the allocation formulas and filing procedures established pursuant to
bulletins and other guidance issued by the Commissioner with regard to the [make-the
fellewing] alocation to this State of premiums as to persons, property, subjects or risks in this
State insured under policies and contracts covering persons, property, subjects or risks located or
resident in more than one state. |

PROPERTY INSURANCE
le':.d.”'gS ahekother-permanent property-locatecntnis State
02 . Personal property. including - Insured value of personal property
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Text of Repealed Sections:

NAC 685A.190 Requirements for approval as eligible insurer. (NRS 679B.130, 685A.070,
685A.210) An insurer, or a broker on behalf of an insurer, who is applying for approval as an
eligible insurer for placement of surplus lines insurance coverage shall:

1. File with the Commissioner a written application on a form prescribed by the
Commissioner;

2. Submit the appropriate fees; and

3. File with the Commissioner an affidavit that is signed under oath by the president, vice
president, or other senior executive officer, and the secretary of the insurer and contains:

(a) The name of the insurer;

(b) The address of the home office, or the address of the principal office or representative in
the United Statesif it isan alien insurer;

(c) Thetype of insurance to be transacted;

(d) The date of organization or incorporation;

(e) The form of organization;

(f) The name of the state or country of its domicile; and

(9) Any additional information which the Commissioner requires.

NAC 685A.195 Application: Format. (NRS 679B.130, 685A.070, 685A.210)

1. An application must be submitted in athree-ring binder.

2. If anew page is submitted to supplement or amend the application, the date of submission
must be noted on the bottom of the page, and the page must be prepared so that it may be placed
in the binder with the remainder of the application.

3. Each application must contain:

(a) A table of contents; and

(b) Dividers which separate the sections of the application and indicate the subject contained
in each section.

NAC 685A.200 Application: Withdrawal. (NRS 679B.130, 685A.070, 685A.210)
1. An application shall be deemed withdrawn by an applicant if:
(a) The application isincomplete; and
(b) There is no activity by the applicant concerning the application for 60 days after the date
of notification of deficiencies by the Commissioner.
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2. TheDivision will provide notice in writing to the applicant that it considers the
application withdrawn.

NAC 685A.235 Insurance contract: Inclusion of signature and license number of procuring
broker. (NRS 679B.130, 685A.210)

1. Immediately following the statement required pursuant to NRS 685A.090, every insurance
contract procured and delivered as a surplus lines coverage pursuant to chapter 685A of NRS
must bear the original signature and the license number of the broker who procured the insurance
contract.

2. Asused in this section, “license number” means the number of the license issued by the
Commissioner to the broker.
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